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DEPARTMENTS OF STATE, JUSTICE, COMMERCE, AND 
THE JUDICIARY APPROPRIATIONS FOR 1953 


THURSDAY, FEBRUARY 21, 1952 


Unitep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10:30 a. m., pursuant to recess, in room 
F-82, the Capitol, Hon. Pat McCarran (chairman of the subcom- 
mittee) presiding. 
Present: Senators McCarran, Ellender, Bridges, and Green. 


DEPARTMENT OF STATE 


BurEAv or European AFFAIRS 


STATEMENTS OF JAMES C. H. BONBRIGHT, DEPUTY ASSISTANT 
SECRETARY FOR EUROPEAN AFFAIRS; HERMAN POLLACK, ACT- 
ING EXECUTIVE DIRECTOR, BUREAU OF EUOPEAN AFFAIRS; 
AND CARLISLE H. HUMELSINE, DEPUTY UNDER SECRETARY 
FOR ADMINISTRATION 


1953 BUDGET ESTIMATE 


Senator McCarran. We will come to order, gentlemen. 

We will next consider the Bureau of European Affairs. 

Your budget estimate there is in the amount of $1,216,294 and you 
have a request for 197 employees. This is a reduction of four em- 
ployees under the current year’s operation. That is for the domestic 
service. 

However, I notice on page 76 of the justifications that you are 
asking for an increase of $193,000 to provide a total of $18,705,170 
for the foreign service of the Bureau of European Affairs. 

Will you please give the committee an explanation of these figures 
and the reasons for the increase? 


JUSTIFICATION 


Before you proceed, we will place in the record at this point pages 
73 and 76 of the justifications. 
(The material referred to follows:) 


85 





STATE, JUSTICE, COMMERCE, JUDICIARY APPROPRIATIONS, 1953 


86 


eyel (enuuy 4oq Uin NV 


| 


VBelIp 1O WBIIOUT 


62 ‘Q1Z ‘I L6I 
106 “$%— | — 
GOL ‘Te ‘T | 102 
Slt ‘08 ZI 
068 “FSZ | 8¢ 
OF8 “19% | 2 
OFS “SRS | $F 
| 
OTS ‘B9e$ cy 


| 
| 


aye [enuuy 


Z 


£961 ‘oVBUIISY 


SHIMLNIOD 


JaquinN 


NOIGUO 4 






S61 THZ ‘I 102 OZ O86 “962 ‘T 
G61 ‘TPS ‘I 102 | O&% O86 “O62 ‘T 
él €1 | OS2 ‘28 
bo eh 090 "892 | 
| SP Lb i 
bP Lb } 
gy 08 006 ‘$Z$ 
ayel enuuy JoquIn N NOLBz 
-]s0yjnNe a 
yeuienb | %82 [pnuuy 
ureizoid Yua1IN,) | $sitq 





2961 “OUBUITIS | | 












OZ suey y uvedomy jo neoing ‘[ejoO.L 

VARO Ul UOTJON Pol OF VON P SAUIABS pozJBadnuy 
O&Z | [Ragqns 
eI JV [euoLZey URedoING JO sO 
Pp Sey y Uvedomng Useyse a je 
Ly SIBYY UBedOING UsoIsVy JO aI O 


Lt SATE V 
uvedomy UleyWON puke yyvemuoUIMIOD Ys JO sO 
AJ€1I1NIS JUBISISSY aq} JO DIO 


JQ WIN 


Wa) 


[ ‘jenypy 


oisauop ‘sinffy uvadoing fo nvaing ‘sasuadxa pun saiapjog 


HLIM SNOLLVIGY UVTIOSNO) ANY 


JILVWOTdI(] dO LOXGNO’) 


ion tf 
PD TIL DLA NE BEI RE GeO, 


netic 


on ate, Cet A eee. 


ad OSI ROE Sc 0 


1 NRRL! CS AR ES LCD “active 0h EPR oS NORE Bitd L6G 8: 






STATE, JUSTICE, COMMERCE, JUDICIARY APPROPRIATIONS, 1953 87 


Summary by purpose, Bureau of European Affairs, Foreign Service 


| 


| Actual, | Estimate, | Estimate, | Increase or 


> 3 

Purpose | 1951 1952 | 1953 decrease 
Salaries, American personnel____.....-.._.-_-- __..| $8, 811, 529 | $9,577,441 | $9,509,905 |  —$67, 536 
Salaries, local employees. _........-...-......-.. | 3,005, 419 | 2 817, 402 | 3,116,703 | +299, 301 
Allowances Se sh as Tae __| 2,876,353 | . 2,930, 434 2, 880, 083 —50, 351 
Operating expenses...............-..---- : 3,316,173 | 3, 186, 893 8 | 3. 198, 479 +11, 586 
ee aoe — — — 
eee ie fe ete Ade! el art 18, 099, 474 | 1s 18, 512, 170 ie 18, 705,170 | +193, 000 





Senator McCarran. First, Mr. Bonbright, will you kindly state 
your position with the Department, just for the record? 

Mr. Bonsricut. At the moment, sir, I am Acting Assistant 
Secretary for European Affairs. The Assistant Secretary, Mr. 
Perkins, asked me to convey his regrets to the committee that he 
could not be with you this year. He had to go with Mr. Acheson 
to London, and he is now attending the meeting at Lisbon, of the 
North Atlantic Treaty Organization. 

Senator McCarran. Do you handle these matters in your Depart- 
ment? 

Mr. Bonsricut. They all come under Mr. Perkins, and in his 
absence I, myself, am responsible for them. 

Senator McCarran. What I am driving at is this: When we 
opened .this meeting on Tuesday last, I made a statement here, and 
by letter I have advised the departments that I would request urgently 
that only those who knew their subject matter should come up here 
to testify. 

If this is a matter that is remote from your personal knowledge, we 
might be taking up the time of the committee, unless you have the 
facts in hand. 

I do not mean to be offensive in that. 

Mr. Bonsriaut. No, indeed. 

Senator McCarran. I am trying to conserve time. 

Do you want to proceed? 

Mr. Bonsriaat. | will be glad to go ahead. 

| have with me Mr. Pollack, from our Bureau, who, I am sure, can 
answer any detailed questions that I cannot. : 

Senator McCarran. Go ahead. 


PREPARED STATEMENT 


Mr. Bonsrieut. If I may, sir, I have a brief statement which I 
would just like to hand over for the record. I will not take time to 
read it, if you want me to do it that way. 

Senator McCarran. Very well. However, I want you to dwell on 
the highlights of the statement and develop it, please. 

(The statement referred to follows:) 

In the absence of Mr. Perkins, I am very glad to meet with the members of 
this committee this year to discuss the request for funds for the European area. 
If I may, I should like to make a few comments on our request. 

First. of all, I should like to note that we are proposing in 1953 a reduction of 
four positions in Washington at an annual rate saving of $24,900 as a result of 
application of the new leave act. This is in addition to a reduction of 29 em- 
ployees this year. 
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In our overseas operations, it is necessary to request a net increase of $193,000. 
Of this amount, $11,586 is for an increase in “Operating expenses,” attributable 
primarily to increased cost of communications facilities in Paris. he remainder 
of this increase ($181,414) is required for salaries despite a sizable decrease in the 
number of employees. 

In 1952 we reduced our American strength by 59 and local employees by 283, 
In 1953 we are proposing a further net reduction of 32 Americans and 23 local 
positions, because of application of the new leave act. Over the 2-year period 
the total reduction is 397 positions. 

The net reduction of 32 Americans next year will mean a saving of $67,536 in 
American salaries and $50,351 in allowances. 

On local employee salaries, however, despite the further reduction of 23 in 
strength, it is necessary to request an increase of $299,301 if we are to pay our 
employees prevailing local wages in accordance with the intent of section 444 of the 
Foreign Service Act. Last year’s average salary on the basis of current exchange 
rates was $1,374. The current average salary is $1,501. We have in the past 
year been forced to grant 41 separate increases affecting 20 of our 26 missions. To 
permit us merely to maintain the reduced local staff we propose in 1953 will re- 
quire the full $299,000 requested. The reductions in American salaries and al- 
lowances just mentioned partially offset the $299,000 needed for local salaries, 
making a net increase for personal services of $181,414. Not to meet the going 
rate in local wages would mean the loss of our employees and the shattering of 
morale, and would violate the intent of the Foreign Service Act. The only alter- 
native to requesting this increase is to finance rising wage levels by further re- 
ductions of staff. This we do not believe we can do and still get our job done. 

The same pressures that have forced local salary levels upward have raised the 
general cost of operating our overseas posts. This estimate does not provide for 
the increases that have occurred as a result of rising prices in operating expenses 
this year. This means that we shall operate our posts on a most severe austerity 
basis in 1953, postponing every possible delayable expenditure. 

The reductions in personnel which I have described have been made by tighten- 
ing up all along the line, throughout the European area. Every program, and 
particularly the administrative, shared in the reduction. We are taking a calcu- 
lated risk that already existing backlogs in certain consular and reporting activities 
can be kept within manageable proportions. 

These reductions have placed a very great strain on the personnel in this area. 
For example, in Washington in the calendar year 1951 more than 1,000 days of 
earned leave was unused and approximately 6,000 days of uncompensated over- 
time was performed. This is the equivalent of 29 positions. Although I do not 
have comparable statistics for field personnel, my knowledge of their devotion to 
duty would indicate that comparable extraordinary effort is being made. Any 
further major reduction would require the elimination of some program or activity 
now carried out by the Foreign Service in the European area. To spread the 
staff any thinner and yet attempt to carry out the essential programs in effect 
today would mean falling below the minimum effectiveness necessary if we are to 
do our foreign affairs job as it needs to be done. 

Finally, I should like to call your attention to the provision made in this estimate 
for the mission to the Vatican. On January 13, 1952, the White House announced 
that at General Clark’s request his name would not be resubmitted to this session 
of Congress and that the President would send another name to the Senate at a 
later time. Accordingly, funds are included in this estimate for six American 
and four local positions and for the official residence expenses of a small mission. 
The total is approximately $70,000. 


DEPARTMENTAL PERSONNEL 


Mr. Bonsricut. On the question of departmental personnel, last 
year we cut 29 positions. This year we are cutting four more. 

Senator McCarran. When you say departmental personnel, do you 
mean in the Department here in Washington? 

Mr. Bonsricut. That is the Bureau of European Affairs. 

Senator McCarran. Is that in the Department here? 

Mr. Bonsriaut. Yes, sir. 

In the field last year we reduced the American employees 59 posi- 
tions. This year we plan to reduce them 32 further positions. 
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The local employees we reduced last year 283. 

Senator GreEN. Do you mean local here, or abroad? 

Mr. Bonzsricut. That is abroad, sir. Alien. 

In the field this year we are recommending cutting further 23 
positions. 

Senator McCarran. What is the number of personnel your bureau 
has over-all? 

Mr. Bonsricut. Here in Washington the bureau has 201. 

Senator McCarran. How many in Europe and elsewhere? 

Mr. BonsriGart. 3,496, in the 1953 request. The 1952 overseas 
strength is 3,551. 


FUNCTIONS OF THE BUREAU OF EUROPEAN AFFAIRS 


Senator McCarran. Right at that point, will you kindly state to 
the committee, as concisely as you can, exactly what the functions 
of this particular Bureau are? 

Mr. Bonsriaut. Sir, we have responsibility for carrying out really 
all our foreign operations in Europe and most of the British Common- 
wealth. 

Senator McCarran. You have covered a multitude of things there. 

Mr. Bonsricut. Yes, sir; we do. 

Senator McCarran. Everybody else says the same thing. You 
certainly must have some specific field, do you not? 

Mr. Bonsricut. It covers a wide field. We handle all the political 
work in the area, the consular work, the administrative work. It is 
general direction of all our foreign relations in the European area. 

Senator McCarran. In other words, your Bureau covers all the 
foreign consular and ambassadorial service; is that right? 

Mr. Bonsricur. That is right, sir. 

Senator ELLenpeEr. That is, except Germany. 

Mr. Bonsricur. Except Germany. Germany is a special case. 

Senator ELLenpEr. In due time in the course of the hearing I would 
like to find out why you do not combine them. 

Mr. Bonsrianr. Yes, sir. 

Senator McCarran. All right, then, proceed, Mr. Bonbright. 


PERSONNEL CUT 


Mr. Bonsricut. Those are the main figures on the personnel. 
That means that in the field we have cut in these 2 years 397 people. 

Senator Gremn. May I, in that connection, ask whether the work 
that was done by those employees has been transferred to any other 
bureau of the Government? 

Mr. Bonsricut. No, sir; it has not. 

Senator McCarran. What became of the work they were doing? 


BUDGET INCREASE 


Mr. Bonsricut. It has been absorbed by the others, and it has 
made it pretty tough for them. On the money side of it, sir, we are 
asking for an increase, as you indicated of $193,000. 

Senator McCarran. What is that for? 

Mr. Bonsrigut. It is in large part a question of salaries abroad for 
the local employees, the foreigners. 
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EXPANSION OF COMMUNICATION FACILITIES IN PARIS 


There is a small item in it, a little over $11,000, for operating ex- 
penses, which is an expansion of the communications facilities in Paris. 
That is becoming increasingly busy, and the expansion of all sorts of 

regional problems there is included. It is becoming an enormous 
operation in Paris, and we feel the need of that extra money for that 
purpose. 

Senator McCarran. You say you have an enormous operation in 
Paris, do you? 

Mr. Bonsriaurt. Yes, sir. 

Senator McCarran. What do you mean by that, as compared with 
any other country? 

Mr. Bonsricur. So many of the problems of Europe now are being 
discussed in Paris, and it has acquired a regional importance. 

Senator McCarran. Is that in the Embassy in Paris? Is that 
what you mean? 

Mr. Bonsrieur. Yes, sir. And, of course, with the addition of 
General Eisenhower’s headquarters, there are certain additional func- 
tions to be performed. 

Senator McCarran. Do you come into General Eisenhower's 
set-up? 

Mr. Bonspricurt. No, sir; we do not. 

Senator McCarran. Then why do vou use General Eisenhower as 
a reason for vour enormous activity in Paris? 

Mr. Bonsricutr. The mere presence of these other activities 
increases the work of the Embassy that has to keep in touch with 
them and help out from time to time. 

Senator McCarran. General Eisenhower has his own staff and his 
own personnel, has he not? 

Mr. Bonsricur. Yes, sir. 

Senator ELtenperR. Can you be more specific and tell us how 
that work has increased; in what respect? What work do you have 
to do in addition to what vou formerly did? 

It strikes me that having Eisenhower there with more Americans, 
his staff might relieve you somewhat rather than increase your 
activities. 

Mr. Bonsricut. No, sir; because I think it increases the number 
of problems that come up. 

Senator ELLeNpER. But you say vou do not deal with those 
problems; that Eisenhower tends to them himself; you have nothing 
to do with them. : 


EAST-WEST TRADE PROBLEMS 


Mr. Bonsricut. There are such things as the east-west trade 
problem, for instance, which centers in the Embassy in Paris. That 
is a new job. 

Senator McCarran. That has been there all the time. 

Mr. Bonsricut. Not very long, sir. 

Senator McCarran. It has been there ever since ECA was set up, 
and ECA handles that itself. 

Mr. Bonsricutr. We have a group in the Embassy that works on 
that. 

Senator ELLenpeER. Is that aside from ECA? 

Mr. Bonsricut. Yes, sir. We have our own people in the Embassy 
working on the east-west trade. 
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Senator ELLenper. To what extent do you cooperate with each 
other? 

Mr. Bonsrieut. I would say entirely. 

Senator ELLENDER. How much duplication is there? 

Mr. Bonsrieut. I do not think there is any, sir. 

Senator ELLENDER. Why cannot the trade work be handled by 
ECA entirely and divorced from you, or vice versa? 

Mr. Bonsricutr. Our main function, I think, there, sir, is that we are 
really responsible for negotiating and ‘dise ussing with for eign govern- 
ments on this whole problem. 

Senator ELLENDER. Why have anything at all in the hands of 
ECA, then, if that is your function? 

Mr. Bonsriaut. Sir, I don’t know exactly, I must confess, just 
what the division of function is. 

Senator ELLENDER. There is no answer to it. 

Mr. Bonsricut. But the fact is that political considerations are 
involved in these negotiations with the foreign countries. 

Senator McCarran. I think it would probably be better to say 
that the Paris surroundings have become a busy spot in the world by 
reason of ECA being there, and Eisenhower being there, and other 
functions being loc ated there, and perhaps that ‘has brought more 
visitors to your Department. * 

Mr. Bonsrieut. Yes, sir. 

Senator GREEN. Is it partly due to the fact that these other agencies 
define policies, but they leave it to the State Department, through 
its agents there, to carry them out or negotiate for the carrying out 
of those policies? Is that what you mean? 

Mr. Bonsricut. We work very closely with them here in Washing- 
ton and in the same way in the field. 

Senator McCarran. You work very closely with whom here in 
Washington? 

Mr. Bonsrieat. With the Mutual Security Agency. 

May L ask Mr. Pollack to say a word on that, sir? 

Senator McCarran. Certainly. 

Mr. Potuack. I might give a bit of the history of the State Depart- 
ment function in Paris on east-west trade. It was approximately 2 
years ago that Mr. Harriman, who was then special representative in 
Europe for ECA, reached the conclusion that the negotiations with 
other governments on taking action somewhat parallel to ours with 
respect to trade with the iron curtain countries and the Communist 
countries of the Far East had become so political in nature that the 
State Department and the ambassadors ought to take the respon- 
sibility in the individual countries of seeking the cooperation of these 
countries in adopting stricter control measures with respect to trade 
with Eastern Europe. 

At that time—and I think I may have to go off the record here, if 
I may. 

Senator McCarran. Off the record. 

(Discussion off the record.) 


RESTRICTION ON TRADING WITH RUSSIA AND SATELLITES 


Senator Bripcus. Let me ask you, for the record, did not the 
Congress pass the so-called Kem amendment, and are you not operating 
under that? 
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Mr. Bonsricut. Yes, sir. But it is simply the fact that this com- 
mittee meets there. The fact that we are in touch with these govern- 
na and nevotiating with them all the time, that is certainly well. 

nown. 

Senator McCarran. Negotiating with what governments? 

Mr. Poutack. All the principal governments of Western Europe. 

Senator McCarran. Behind the iron curtain and otherwise? 

Mr. Pouiack. No, sir; this is just among ourselves and our allies, 
to keep trying to tighten’ up the loopholes. 

Senator Bripces. But the fact that the country gets eid, with that 
amendment, is in itself notice to the world that they are supposed to 
be cooperating, is it not? 

What is the secret about it? 

Mr. Bonsricur. It is the details of this mechanism’s operations: 
that are secret. 


ARMY PURCHASE OF POISONOUS FOOD FROM COMMUNIST HUNGARY 


Senator Bripces. Do you have any control over what this country 
does? For instance, we read in the paper the other day that this. 
country had purchased a huge amount of tomato paste from Hungary, 
which country recently has subjected us to blackmail by holding our 
citizens in custody. 

Then it was found, after the armed services got the tomato paste, 
that it was poisonous, and if it had been used by the Armed ra 
it would have poisoned thousands of people. It has had to be con- 
demned. 

I think one of the lowest points in American history was reached 
when we made that purchase from an iron curtain country that had 
just subjected us to blackmail. 

How do you explain that? 

Mr. Bonsricut. The committee that meets in Paris and also the 
Battle Act are, I think, aimed at strategic items. 

Senator McCarran. Would not that very problem that the 
Senator has outlined here be dealt with through the State Depart- 
ment? You say the State Department must fix policies and plans with 
foreign countries. 

Mr. Bonsricur. We would not get into a problem of whether 
somebody in this country bought tomato paste from Hungary or 
anywhere else in Europe. That is not covered by any restrictions in 
the law and would be carried out through normal commercial channels. 

Senator Brinces. Are we encouraging buying from Communist 
countries? 

Mr. Bonsricut. I don’t think it is either encouraged or discouraged 
with regard to normal trade that has not any strategic interest. In 
some cases, we have. 

Senator McCarran. We have put in enough time on Paris. Now 
let us go on to something else. 

Mr. Bonsricur. I do not like to go off the record, but 





Senator McCarran. I do not want you to go off the record, either. 
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SALARY RAISES FOR FOREIGN EMPLOYEES 


Mr. Bonsricut. There is one point which I should like to have off 
the record about the reason for the raise in salaries for our local 
employees, which makes up the large bulk of the 193,000 that we are 
asking for. 

Senator McCarran. That is not off the record. 

Mr. Bonsricut. Just this one point, our prediction of the extent 
of the inflation. I will give the committee a paper on it, which I will 
be very happy to have you all see. 

The reason is that inflation in Europe is the cause of this request 
for a raise. Our estimate is based on a prediction, based on the best 
information that we can get, that wages will rise an additional —— 
percent this coming year. That is the kind of prediction we do not 
like to make on the record, for obvious reasons. 

Senator McCarran. So that we may get a little light on it, can you 
tell us on what you base that prediction? 

Mr. Bonsriaurt. It is based, sir, on a study of the cost of living 
indexes, wage scales, and so on, over a number of years. Particularly 
since the war, there is a very definite trend, which is apparent in these 
figures. 

Senator McCarran. Is it based in anywise on the condition of the 
economy in the respective countries? 

Is not the economy of the respective countries back to prewar 
normalcy, in France, England, Belgium? 

Mr. Bonsricut. Most of them made enormous improvements after 
the war. They got back. 

Senator McCarran. They are back to prewar normal right now. 

Senator ELLENDER. Better than that, sir. 

Senator McCarran. Yes; even better than that. 

You know that, do you not? 

Mr. Bonsricurt. Sir, I think the inflationary pressures have con- 
tinued, and I think the rearmament effort of the last year or two is 
still making it very difficult for many of those countries. 

Senator McCarran. But we are engaged in the rearmament effort, 
and the money that we pour in from the rearmament side is entering 
into the economies of those countries, as well. 

Mr. Bonsricut. That, in itself, I think, sir, adds to the inflationary 
pressures. 

Senator McCarran. I am trying to find the reasons for your pre- 
diction that the wages of your people in Europe should be raised. 

Mr. Bonsricur. From the point of view of their morale, of the 
people that we hire over there, we think they should have a deceat 
living wage that is comparable to what other people are getting. 

Senator McCarran. Are you paying more than they would be paid 
in other, ordinary positions there? 

Mr. Bonsrigut. I don’t think so, sir; no. 

Mr. Humetstne. Senator, our policy all over the world is to pay 
the local employees the prevailing wage scale, exactly that, no more 
and no less. 

Senator McCarran. That is what I understood it to be. 

Senator Green. Is it not true that whether this prediction is true 
or false it is undesirable to have it known abroad that the Department 
has made that precise prediction? I think that is the point. 
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Senator McCarran. That is probably true. 

Senator Green. Whether it is true, or not, it would have an un- 
desirable effect on the public mind. 

Senator McCarran. Yes; it would have that effect. 

Senator Brrpers. Mr. Chairman, should we legislate on predictions, 
on something that might not occur? 

Senator Green. You have to make these provisions for the future. 
You cannot predict, but you have to take that possibility into con- 
sideration. 

Senator Brinces. But should we appropriate money on a possibility? 

Senator Green. That is what we are doing all the time. Every 
appropriation bill does that. 

Senator Bripges. | do not think we are; on a possibility, yes, but 
not on a possibility of a thing like this. 


DECREASE IN PERSONNEL COSTS 


Senator ELtenper. I wonder if you have thought of this approach: 
I notice on page 76 of the justifications that under salaries for Ameri- 
can personnel you are asking for $67,536 less than last year. 

I presume that is bec ause you are cutting back; is that correct? 

Mr. Bonsricut. That is right, sir. 

Senator Ettenper. And also on allowances of the others. 

Mr. Bonsrienut. The same reason. 

Senator ELLENDER. Why do you not cut back on the local personnel? 
Why would that not be feasible? You might cut back on the number 
without disturbing the amount and make it up that way rather than 
ask for additional sums. 

Mr. Bonsriaur. Sir, we have already cut back, you see, 283 locals 
last year, and another 23 this year, and we really ‘think that is about 
all we can stand. 

Senator ELLENDER. How many do you have now? 

Mr. Pouuack. 1,840 is what we are proposing. 

Senator ELLeNpER. What are their chief functions? What work 
are the majority of these people engaged in? 

Mr. Poutiack. I would say the bulk of our loc als, not the majority, 
are engaged in administrative functions, chauffeurs, custodial help, 
maintaining stockrooms, and so on. 

In addition to that, on nonsecurity activities, they are engaged 
in stenographic and secretarial functions. A good deal of the basic 
research work on economic and agricultural reporting is done by some 
of our local employees. Some of them are extremely valuable in that 
regard. 

Senator ELtenperR. Of the total number of employees that you 
have for Europe, excluding Germany, what proportion of them are 
actually engaged in Paris? 

(See p. 241.) 

PARIS EMBASSY PERSONNEL 


Senator McCarran. Are you speaking of the Embassy now, 
Senator? ; 

Senator ELLENDER. Yes, sir. 

Mr. Potiack. Are you speaking of Paris alone? 
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Senator ELLENDER. Yes; in Paris. I am not including the con- 
sulates throughout France. 

Mr. Pouiack. We have 158 of them. That is a little bit less than 
10 percent. 

Senator ELLENDER. Are those Americans? 

Mr. Poutuack. No, sir; those are local employees. 

Senator ErtenperR. How many Americans have you there? 

Mr. Po.iack. 222, and 20 Marine guards. 

Senator Ettenper. Is that in addition? 

Mr. Pouuack. In addition. 

Senator ELLENpDER. And, of course, it does not include the ECA 
outfit and so forth, does it? 

Mr. Potuack. No, sir. 

Mr. Hume sine. That is just the regular work of the Department. 


PAYMENT OF RANSOM TO HUNGARY FOR RELEASE OF AMERICAN FLIERS 


Senator Brinces. Does the Bureau of European Affairs have 
charge of Hungary? 

Mr: Bonsricut. Yes, sir. 

Senator Brinces. Did you recommend the payment of ransom for 
the fliers? 

Mr. Bonpriaeur. I think that was a decision, sir, which was taken 
at a very high level throughout the Government. I don’t know of 
anyone who recommended against it. 

Senator Bripges. You do not know anybody who recommended 
against it? 

Mr. Bonsriaur. No, sir. 

Senator Bripgrs. You are talking about the executive agency, not 
about outside; is that right? 

Mr. Bonrricur. That is right. 

Senator BripGes. It is my impression that the majority of people 
recommended against it outside of the Executive. Did you recom- 
mend it, and did your chief join you in recommending it? 

Mr. Bonrricut. Yes, sir. We believe it was the right thing to do. 

Senator Bripgrs. Why? 

Mr. Bonsricur. Our primary purpose, I think, was concern about 
the flyers themselves. It is true that under the court decision against 
them, the alternative to paying the fine was 3 months in jail. I think 
however, you are always taking a chance to leave anybody in jail back 
of the iron curtain. 

It does not mean that the 3 months’ sentence would have stuck 
necessarily, if they had wanted to find another excuse for keeping them. 
We felt that the important thing was to get them out, and the way 
to get them out was to pay the fine. 

Senator Brincrs. Does that apply to Oatis? 

Mr. Bonsricut. There was no suggestion of a fine in the case of 
Mr. Oatis. He was condemned and there was no alternative. There 
was no fine. Also, Mr. Oatis was not an official of the Government 
in the way these fliers were. 
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POLICY AS TO FUTURE RANSOM CASES 


Senator Bripcres. What are you going to do if they hold some more 
people for ransom? Are you going to pay it? 

Mr. Bonsricut. I hope very much it will not happen. 

Senator Bripces. But if it does, are you going to pay it? 

Mr. Bonsricut. I think it is very difficult to predict what you will 
do in any particular instance. I mean that in each case of this kind 
that we have had, the circumstances have been rather different and 
you just have to look at it in the light of the situation as it exists when 
such a thing happens. 

Senator Bripces. Who made the decision? You say you recom- 
mended it. Who made the decision? Mr. Acheson? 

Mr. Bonsricut. There was complete agreement as between the 
State Department, the Department of Defense, whose men were 
involved, and the President himself. 


UNITED STATES AIRPLANES HELD BY HUNGARY 


Senator Brinces. Did you get the plane back that was downed 
there, or did you leave that for them to look over and copy? 

; Mr. Bonsricut. No, sir; we have not been able to get the plane 
ack, 

Senator Brinces. What have you done toward getting it back? 

Mr. Bonsricut. We have made repeated representations and made 
every effort to get it. We have not so far been successful. 

As for their making a copy, I think it was an old C—47 transport. 
So there is no great secret about that. 

Senator Bripces. Assuming that you have done this now, you are 
in the position of being the greatest country on this earth bowing to 
blackmail by a Communist power. I think that was a new low level 
for us to reach. I think it is, generally speaking, so regarded. 

Now, that we are in that position, does it not weaken our stand 
on anything else that may occur all over the world in communist 
countries? 

Mr. Bonsricut. I don’t think so, sir. For one reason, however 
distasteful, it was to have to do that thing, the effect in other parts of 
the world, particularly behind the iron curtain itself, was not as you 
described. I think it is generally regarded in Hungary and behind 
the curtain that it was the Hungarians who lost on that case. 

The reason for that is that when they first started making their 
great propaganda play on it, they described it as a premeditated vio- 
lation of their border, with the purpose of dropping spies, and all that 
sort of thing. 

When the trial actually came about, they dropped that. The 
flyers were convinced only of violating the border, which they did. 
The spy charge was not in the indictment. The sentence itself, the 
fine, and particularly the 3 months in jail, for anybody living behind 
the iron curtain is regarded as practically an acquittal. This kind of 
sentence just doesn’t exist under the usual Communist procedure. 
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HUNGARIAN FUNDS BLOCKED 


Senator Bripces. Did you consider doing anything esle? Are 
there not Hungarian funds in this country? aie 

Mr. Bonsricut. There are some. They are rather limited. 

Senator Bripcres. Why did you not freeze those? 

Mr. Bonsricut. They are already blocked, sir. 

Senator Brinces. Why do we not get the price of the fines back, 
then? 

Mr. Bonsrieur. As far as the Hungarian Government’s funds are 
concerned, they are blocked. If they were to be vested, taken over 
by the United States Government, they would probably be used to 
pay off some of the claims of our nationals against Hungary. 

That is the use which was envisaged in the peace treaties. The 
peace treaties provided that if these claims were not taken care of 
you could vest the government property and you could use it for that 

urpose. 

So I think if we would vest them that would be what would be done 
with the money rather than simply keeping it. 

Senator Bripces. Are we going to do that with the money? 

Mr. Bonsricut. The decision has not been made yet. There is no 
urgency about it since, as I say, the funds are blocked. They cannot 
be removed from this country; they are here. 

Senator McCarran. Would they be vested as alien property, put 
in the custody of the Alien Property Custodian? 

Mr. Bonsricut. That is right, sir. 

Senator Bripces. But you do not consider the claim of the United 
States a valid claim against those funds, do you? 

Mr. Bonsricur. The existing claims are really those of private 
citizens who suffered from the destruction of their assets during the 
war. 

Senator Brivcrs. I do not want to take any more time, but I do 
think it is a very important point and I am interested that the Euro- 
pean desk, with which you are associated, participated in this and 
recommended it. 

I just want to get in the record who did it, because it has set a 
precedent. I think it will come back to haunt you and will come back 
to haunt everybody who participated in it, many, many times in years 
to come. 

(See pp. 922-923 for additional information furnished by the 
Department. ) 

INCREASE IN SALARIES ABROAD 


Senator McCarran. Now we will return to our point as to your 
increase in salaries abroad. 

On page 79 of your justifications you show a total of 1,840 local 
employees estimated for 1953. 

Mr. Pouiack. I misquoted my figure to Senator Ellender on that. 
I quoted the American complement on that. 

Senator McCarran. The increase in money, amounts to $299,000, 
or an average of $162 annual salary increase for each of the 1,840 local 
employees. How did you arrive at that figure? 

I am referring to page 79. You have local emplovees listed as to 
function, such as political, economic, consular, and so forth. It comes 
to a total of 1,840. 
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The $162 would be the average increase in salary. Of course, it 
would not be uniform, but would be the average salary increase 
annually for each individual in that category. 

Mr. Poxtxack. Senator, it is actually higher than that. 

Senator McCarran. How do you arrive at that? 

Mr. Potiack. The $299,000 that you were discussing is a net 
figure on local employees. There was a reduction of 23 employees, 
which required something like $36,000 less money. 


AVERAGE SALARY 


The net request of $299,000 takes into account the reduction in 
number of employees and a minor adjustment in lapses. The average 
salary that obtained as of about a month ago was $1,501 in Europe. 
A year ago, that average salary was $1,374, based on abt parable 
exchange rates. 

There has been thus far in that year a nine percent increase. We 
currently have a number of wage scale revisions pending. Studies 
are now being made of comparable wages at a number of our missions, 
which we estimate, if we are able to pay them, will increase that 
$1,501 average by the end of this fiscal year by another fifty-eight 
dollars. 

If we were able to pay those increases which these employees under 
our regulations would be entitled to, as we left fiscal vear 1952, our 
average salary would be $1,559. 

The average which we estimate, based on our knowledge of past 
ésperience and the predictions of our economists overseas and in the 
department as to the extent of inflationary pressures in the various 
countries in our area, would raise that average. 

If I might, let me put this to you still another way. When we came 
up before this committee last year with our estimates, we calculated 
at that time that our average salary for 1952 would be, at current 
exchange rates, $1,413, and it was on that basis that we requested 
our funds. It actually turned out in 1952 to be $1,501. We esti- 
mated it would be $1,413. It actually is $1,501. 

The point, then, is that if we do not secure the funds requested 
here to meet increased wages, we would be forced to take roughly 
another reduction in local employees. We have thus far in the two past 
years taken something like 13}4-percent reduction. 

Another reduction would mean that in the course of 2 years we 
would have lost one-fourth of our local employees. 

Senator McCarran. Do you mean by that a reduction in personnel? 

Mr. Pouxiack. In numbers of people, if we do not get the increase in 
funds. 

Senator McCarran. That would have to follow, would it? 

Mr. Pouuiack. That is right. 

Senator McCarran. In other words, you reduce the personnel 
in order to raise the salaries of those you retain. 

Mr. Pouuack. That is right; we would have to do that. That is 
through necessity. If we do not maintain the prevailing wages, our 
employees will Jeave us. They will go to work for other diplomatic 
missions, banks, and insurance companies and so on. 

Senator Green. Are the wages uniform throughout all the European 
countries? 
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Mr. Pouuack. No, sir; it is determined locally, post by post, within 
a country 

For example, in Paris we will conduct a survey covering Paris only, 
and Bordeaux will conduct a survey on Bordeaux only. So in every 
one of the 116 posts the salary varies. 

Senator ELttenpeR. The payment is made in the local currency ac- 
cording to the official rate of exchange; is that correct? 

Mr. Pouuack. That is right, sir. 

Senator ExLnenpErR. And not black market? 

Mr. Pouuack. No, sir. 

Senator McCarran. Is this estimate based on the dollar, or on 
the local currency? 

Mr. Pouuack. It is based on the dollar equivalent at the official 
exchange rate, of the local currency payment. 

Senator McCarran. Do you want to tell us anything more on this 
subject? 

Mr. Bonsricur. No, sir; not unless you have any questions, sir. 

Senator McCarran. Are there any questions on the subject Sena- 
tors? 

Senator ELLENDER. Do you mean the entire subject? 

Senator McCarran. This bureau? 


DIPLOMATIC STATUS OF GERMANY 


Senator ELLenpeR. I would like to find out why it is that Germany 
is not placed in the same category as other countries with respect 
to our European affairs. 

Mr. Humetsine. Senator Ellender, I can give you the reason for 
that. 

Senator ELLENDER. You gave us reasons last year and I thought 
things would change by July. 

Mr. Humetsine. The High Commission form of government is 
still in effect. We anticipate at the present time that contractual 
arrangements with the West German Government will be worked out 
by late spring or early summer. 

At that time, the Bureau of German Affairs will be abolished as 
such and the residue of the work will be incorporated into the Bureau 
of European Affairs, as you have suggested. 

So | would anticipate that in the next fiscal year all of the work 
on Germany would be done within the Bureau of European Affairs, 
and that we would be on a regular embassy basis in maintaining 
diplomatic relations with the West German Government. 

Senator ELLENpDER. Do you mean peeing July 1 of this year? 

Mr. Humetstne. Yes, sir; beginning “July 1, or shortly thereafter. 
Just as soon as these contractual arrangements are worked out with 
the German Government and we set up a normal embassy there. 

At that time, we intend to appoint an ambassador and establish 
the usual type of embassy operation. 

Senator ELtenper. I assume that also means the elimination of 
Mr. MeCloy’s outfit. 

Mr. Humeusine. That means Mr. McCloy’s High Commission 
office will be abolished, and our German operation w ill, go on a regular 
embassy arrangement. 
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Senator ELLENpDER. How much do you contemplate saving on that? 
That is, exclusive of this High Commission, just in this combination? 


LIQUIDATION OF BUREAU OF GERMAN AFFAIRS 


In other words, instead of having German. affairs separate, but 
combined that with your other European affairs, how much do you 
contemplate saving? 

Mr. Humetsine. I will have to get you a statement on that, Senator. 

(The statement referred to appears on p. 120.) 

Senator ELLENDER. But will there be a saving? 

Mr. Humepsine. Yes. We will have officers of the present Bureau 
of German Affairs appear before the committee later on in the hear- 
ings, and they will testify in detail as to what difference, if any, that 
would make. 

Senator ELLeNpeER. I notice on page 139 of your justification, you 
are asking for $98,935 to operate the Bureau of German Affairs. 

Since you intend to cut it out, why are you making a request for this 
sum? 

Mr. Hume.sine. While we are going to cut out the Bureau of 
German Affairs as a separate organizational entity, Senator, we still 
have to have the normal relationships that we carry on with the 
Government, the German Government, handled by the Department 
of State. That will be transferred to the Bureau of European Affairs 
and carried on there. 

There will still be a very heavy workload to be carried on in our 
normal relationships with the German state. 

Senator ELtenpER. Do you mean that $98,935 would be for the 
Ambassador and for your consulates in Germany? 

Mr. Humetsine. We would have to provide for the Ambassador, his 
staff, and our consular officers in Germany, as well as the necessary 
staff here in Washington to backstop them. 

Senator ELLENDER. But you are providing for that in other places, 
are you not? 

Mr. Humetstine. No, sir. This is for the work that will be done 
in the Department of State in this regard, here in Washington. 

Senator ELLENpDER. Are you referring to this $98,935? 

Mr. Hume sine. Yes, sir. 

Mr. WiiBer. Senator, at the time the German occupation was 
originally established, you recall there was a new appropriation for 
that, ‘Government in occupied areas.’’ At the time of that deter- 
mination, it was decided by the Bureau of the Budget that we should 
maintain within the department a small nucleus staff under “Salaries 
and expenses.” 

» Senator ELtenpeER. I understand. You stated, though, that there 
would be some savings by combining them. 

I notice that in 1951 you asked for $90,700, according to the table 
on page 139, and even though you are combining them, you are now 
asking for $98,935. Where does the saving come in? 


PERSONNEL 


Mr. WiBer. Senator, in addition to the 15 positions that are re- 
flected on page 139, there is a sizable staff paid directly from the appro- 
priation ‘‘Government in occupied areas’’ that is here in the Depart- 
ment. 
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It is the saving from that group that would be reflected when we 
have this transition. 

Senator ELLenpER. Then by combining the Bureau of German 
Affairs with your other bureau, the Bureau of European Affairs, you 
are not saving a dime, are you? 

Mr. Wiser. Oh, yes. 

Senator Evtenper. L.am.talking about the administration, that is, 
in combining them. 

Mr. Wiuser. Yes, we are making a substantial saving. 

Senator ELLENDER. Where? 

Mr. Wixser. The total staff in the Bureau of German Affairs 
numbers around 

Senator ELLENpER. I understand about the staff. To date you 
have a group that is in charge of the Bureau of German Affairs, do 
you not? 

Mr. Wiper. Numbering about two hundred, I would say, in total, 
of which 15 are paid from the salary and expense appropriation. 

Senator ELLENpDER. Will you refer to page 139 and tell us what that 
is after the 15 that you have there? 

Mr. Wiuser. This represents the 15 positions which we pay for out 
of the appropriation salaries and expenses as the regular operations 
that we would normally have in the European Affairs Bureau for 
relationships with Germany. 

In addition to that 15 at the present time—and, as a matter of fact, 
it has been that way since 1951, you will notice—there is a sizeable 
additional staff in the Bureau of German Affairs paid out of the ap- 
propriation for government in occupied areas. The saving would 
accrue against those additional jobs over and above these 15. 

Senator ELLeENpER. But by merely moving the Bureau of German 
Affairs over into your Bureau of European Affairs, transferring that 
function, there will not be any savings, as I see it here. 

Mr. Wiuser. Senator, I think our presentation may be confusing. 

Senator ELLENDER. It is confusing, because a while ago you ad- 
mitted there would be a saving. 

Mr. Hume using. There will be, when you consider the combined 
cost of German work under both appropriations. It is true that there 
will be no savings in this appropriation, ‘Salaries and expenses, 
Department of State.” 

However, there will be a saving in the appropriation for government 
in occupied areas. That will be cut down. 

Senator ELLenper. That goes without saying, of course, because 
McCloy’s outfit is under you. 

Mr. Humetsine. That is right. 

Senator ELtLenperR. And you will chop that to the bone, I hope. 

Mr. Humetsine. We are cutting that to the bone now. 





BUREAU OF EUROPEAN AFFAIRS 


Senator ELLENDER. What I have in mind is that you have today 
the Bureau of European Affairs that has charge of all countries of 
Western Europe, with the exception of Germany. 

Mr. Humensine. That is right. 

Senator Eiuenper. Aside from that, you have the Bureau of 
German Affairs. 
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Mr. Humetsine. That is right. 

Senator ELLENDER. By combining those two bureaus, there should 
be some savings. 

Mr. Humetsine. There will be some savings. But the point we 
make is that there will not be a saving in the salary and expense item 
in our regular appropriation, which is the one we are looking at now. 

Senator ELLENDER. Can you tell us why? 

Mr. Hume sine. Because that, Senator, provides the funds for the 
regular diplomatic work that we would conduct with Germany 
whether there were an occupation, or not. 

This “Salaries and expenses” appropriation covers the type of work 
we would have conducted with Germany before the war—or with every 
other country where normal diplomatic relations prevail. 

Senator ELLeNpDER. What are those positions here? What are the 
functions of those 15 people you have mentioned on that page, page 
139? Are they consular employees? 

Mr. Wizzer. No, sir. 

Senator ELLENDER. Just administrative? 

Mr. WixsBer. No; political affairs officers in the Bureau of German 
Affairs; supported by a clerical staff, of course. 

Mr. Hume sine. I[t is the same type of thing we have for the country 
desk working in the State Department on problems of France or Switz- 
erland, or any of those. Those are the people that are working on the 
basic political foreign affairs in the Department of State. 

Senator McCarran. Are they here in Washington? 

Mr. Humetstne. They are here; ves, sir. 

Senator McCarran. Do they go out when the McCloy set-up goes 
out? 

Mr. Humetstne. No, sir; because they perform the normal func- 
tions which would have to continue regardless of the set-up in the field. 

Senator McCarran. Are they static? 

Mr. Humetsine. That is right. The function is a continuing one. 
It varies from year to year, but they are the people that carry on the 
normal functions. 

Senator ELtenper. Certainly the 15 people that you refer to on 
page 179 would have much less to do if they did not have as many 
people to supervise as they now have. The McCloy outfit is going 
to get out from under them, and you relegate it only to your ambas- 
sador and to your consulates in Germany. 


NUMBER OF PERSONNEL IN BUREAU OF GERMAN AFFAIRS 


Mr. Hume sine. Senator, we have had here in Washington, several 
hundred people in the Bureau of German Affairs, because of this 
extraordinary business of backstopping the high-commission type of 
government. Among those several hundred were these 15, these 
particular 15, who are engaged in the normal work that is always 
going on. 

Those fifteen will continue no matter what happens in Germany 
itself. The cuts and savings will be in these other people who dealt 
with purely the high-commission form of government. 

Mr. Wixser. Page 139, you see, does not reflect the full staff of 
the Bureau of German Affairs. I think that is why we are not making 
ourselves quite clear. 
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Senator E.tenper. There will be no more Bureau of German 
Affairs; is that right? 

Mr. Witser. That is right. 

Senator ELLenpver. It is going to be only the Bureau of European 
Affairs, and you will switch these people you now have with the 
Bureau of European Affairs; is that correct? 

Mr. WitpeEr. That is correct. 

Senator ELnenper. And they will function here in Washington, 
will they? 

Mr. Wiser. That is correct. 

Senator McCarran. Are they not really with the Bureau of 
European Affairs now? Have they not been all the time with the 
Bureau of European Affairs? 

Mr. Humetsine. No, sir. 

Senator ELLENpDER. They have been doing the same kind of work. 
There was no sense in separating them in the beginning, in my opinion, 
if that is true. 

Mr. Humetsine. That could be, Senator. 


FUND FROM WHICH RANSOM PAID TO HUNGARY FOR RELEASE OF 
AMERICAN FLIERS 


Senator McCarran. Continuing the inquiry made by Senator 
Bridges, as to the payment of this ransom fee, may I ask: From what 
appropriation was that money derived that we paid over to Hungary? 

Mr. Humetstne. From the Department of State appropriation, 
“Emergencies in the diplomatic service.”’ 


Senator McCarran. How much was there in that fund at that 
time? 

Mr. Wivser. $1,100,000 was appropriated to the Department for 
the year. That has been the normal appropriation for a number of 
years. 

Senator Fereuson. $1,100,000? 

Mr. Wivser. That is correct. 

Senator McCarran. That is for emergencies in the diplomatic 
service? 

Mr. Wiser. Yes, sir. 

Senator McCarran. This ransom was a completely new departure, 
was it not? It was something new and never had been regarded as 
an emergency before. How did that come to be an emergency? How 
do you reckon that to be an emergency? 

Does anybody here care to answer that? 

Senator Fercuson. Whose policy was it? 

Mr. Humeusine. It was the joint policy of the Department of 
Defense and the Department of State. Senator Bridges asked that 
question previously. 

It was decided by the President, the Secretary of Defense, and 
the Secretary of State as a joint policy. 

Senator Fercuson. Has there been any other ransom paid? 

Mr. Humetsine. Not to my knowledge, sir. 
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OATIS CASE 


Senator Fercuson. Is there a move on now to give to Czecho- 
slovakia a steel mill that was previously made for them before they 
became Communist, in exchange for Mr. Oatis? 

Senator Green. Senator Bridges was inquiring about that. 

Senator Fereuson. Has that-been covered? 

Mr. Humensing. Not that. 

Mr. Bonsricut. The steel mill has been blocked, sir. 

Senator Fereuson. I want to ask about this steel mill. 

Mr. Bonsricut. That has been blocked, sir. They will not get it. 

Senator Ferauson. Was there any conversation about giving it 
to them? 

Mr. Bonsricut. No, sir; never. 

Senator Ferauson. Never? 

Mr. Bonsriaeut. No, sir. 

Senator Fercuson. Are you sure of that? 

Mr. Bonsricut. Well, they bought it, you know. 

Senator Fereuson. Did they buy it, or did we make it for them? 

Mr. Bonsricut. They ordered it and had it constructed here and 
paid for it, but they never got delivery of it. 

Senator Fereuson. Was there any conversation about giving it to 
them if they would give Oatis to us? 

Mr. Bonsrigut. No, sir. I think they would very much like to 
get this steel mill or, at least, the proceeds of the mill, if they could sell 
it. But they are not going to get it. 

Senator Fereuson. Was it being held up by the Defense Depart- 
ment and not given to private industry here to allow them to buy it, 
on the grounds that there was a negotiation going on with Czecho- 
slovakia to give it to them for Oatis? 

Mr. Bonsrieaut. I don’t think so, sir. 

I — heard of that. We have not connected the Oatis case and 
the mill. 

Senator McCarran. Is that the technical ground on which you 
answer the Senator’s question, that it was never connected with the 
Oatis case? 

Senator Fereuson. Has ransom been talked about in the Oatis 
case? 

Mr. Bonsricut. No, sir. 

Senator Fercuson. You may not use the word “ransom” as I 
= it. Has any consideration been talked about for the release of 

atis? 

Mr. Bonsricut. May I again ask your indulgence to go off the 
record? 

Senator McCarran. Yes, I will let you go off the record, but I 
do not like these things off the record. I think the Congress is 
entitled to have this. 

But if you insist on it 





Mr. Bonsricut. As far as on the record is concerned, I don’t think 
I could say anything more than that, from the very beginning, we 
have made it very clear to the Czechs that we would never forget 
this case until Oatis was free; that we would bend every effort to 
keep after them until he is free. That.is the position. 
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Senator McCarran. How are you keeping after them on the case? 
Senator Fereuson. What is being done? 


TRADE EMBARGO AGAINST CZECHOSLOVAKIA 


Mr. Bonsricut. There was a ban on private travel of American 
citizens to Czechoslovakia. We suspended the overflights of their 
air services over Western Germany. There has been an embargo on 
the export of United States goods to Czechoslovakia. 

One other thing affecting their exports to us is that we have found 
it administratively difficult, owing to the pressure of work on our 
staff in Prague, to give certified consular invoices for many of the 
products which they want to ship to this country. 

Senator Ferauson. I do not quite understand that. 

Mr. Bonsricut. What it means, sir, is that it has practically cut 
out their exports to the United States. 

Senator Fercuson. On the question of our cutting off exports to 
Czechoslovakia, have any other countries joined us, or do we ship 
to other countries and they ship to Czechoslovakia? 

Mr. Bonsrieut. Nobody has joined us directly on the Oatis case 
with regard to exports and imports. The French and the British 
Governments, of course, did go along with us on the overflights, since 
that was a tripartite question in Germany. 

Senator Ferauson. Do you know whether any goods we are ship- 
ping are being sent into Czechoslovakia? 

Senator McCarran. That is, goods that we are shipping to other 
countries? 

Senator FerGcuson. Yes. 

Mr. Bonsricut. I would have to check into that. My impression 
is not. 

Senator Fercuson. What I have in mind is something like is stated 
in this letter from a Dutch firm, which states: 

One of our business firms in Hong Kong informs us that he is much interested 
in buying your printing inks. However, as the United States authorities are 
forbidding the direct export to Hong Kong of this article, we shall be pleased to 
learn from you at your earliest convenience whether you would be willing to for- 
ward the goods to us for payment in United States dollars. The Dutch authori- 
ties are willing to grant us a transit license for these goods so that we could ship 
the inks from here to Hong Kong. 

Is the same kind of thing being done in Czechoslovakia? We will 
not ship, but will these other countries ship and use a device such as 
this letter indicates? wad 

Mr. Bonsricut. I would have to see if we can find any figures on 
ee sir. I doubt very much if we would have figures on such transit 
trade. 

Senator Fercuson. Have we asked anybody to join us in these 
items here, any other nation? 

Mr. Bonsricut. Only with regard to the overflights. 

Senator Frrauson. Just the overflights? 

Mr. Bonsricut. That is right, sir. 

Senator Ferauson. Why have we not asked them to join us on the 
others? 

Mr. Bonsricnt. It is our citizen. The question of economic rela- 
tions between the east and the west on trade generally is a very 
difficult one for most of our Western European allies. 
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What that would be in effect would be asking them to make a 
sacrifice in behalf of the United States. 

Senator Fercuson. In business, for a principal. 

Mr. Bonsrient. In behalf of a United. States citizen. 

Senator Frrcuson. Does the State Department have charge of a 
thing like what I am discussing here, of shipment of goods to get 
around it? Or is that in Commerce? 

Mr. Bonsricant. I think it is Commerce. 

Mr. Hume sine. We have nothing to do with that particular field, 
Senator, to my knowledge. 


NEGOTIATIONS ON CHINA TRADE EMBARGO 





Senator Ferauson. Who conducted the negotiations to keep the 
other countries, our allies in the Korean war, from doing business a 
with China? Who negotiated those? 4 

Mr. Humetstne. I do not know, but I am reasonably certain it 
was through the State Department. 

Senator Fercuson. Then this would come directly under your 
jurisdiction, would it not, this matter of the inks, for instance, as 
contained in this letter? 

I might say the letter is a late one, being dated January 28, 1952. 

Mr. Hume.sine. The ink would not, Senator, but the decision as 
to whether or not we felt that you could get these other countries to 
cooperate in what would be a total economic embargo on Czecho- 
slovakia as a result of this case would be a decision that would have to 
be made by the Department of State. 

Senator Fereuson. Have we tried to get them to do that? 

Mr. Bonsricut. Not to make a complete embargo; no, sir. 


FUND FOR EMERGENCIES IN THE DIPLOMATIC SERVICE 


Senator Fercuson. Might I inquire about this emergency fund? 
Last year you had $1,100,000 in that fund; is that correct? 

Mr. WiiBer. That is correct. 

Senator FerGuson. How much did you carry over unexpended? 

Mr. Wixser. Are you speaking of the fiscal year 1951? 3 

Senator FerGuson. Yes. i 

Mr. Wivzer. A small balance. I believe it was under $100,000. 

Senator Fercuson. How much do you anticipate carrying over this 
year? 

Mr. Wixser. Approximately the same amount. 

Senator Fercuson. Then this $120,000 that you took for ransom 
money could have been kept out of the fund and you would not have 
suffered anything except the ransom fund money; is that not correct? 

Mr. Wiiser. We faced the situation, Senator, that the decision was 
made to pay the fine as an emergency item. We have no other funds 
from which we could pay the ‘‘ransom,’’ and, therefore, we had no 
alternative. Instead of coming to the Congress for a supplemental to 3 
provide for that, we have curtailed on other things. yi 

Senator Fereuson. But it shows that you can exercise an economy 
by curtailing on other things to the tune of $120,000. 

Mr. Wiiser. I would say each year we have had a very small 
balance going forward to the succeeding year. This year, by reason 
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of having paid the ransom, we will not have as much as we woul« 
otherwise have carried forward. It has traditionally been avery 
nominal amount in terms of the total appropriation. 

Senator Frerauson. Could you furnish to the committee all of the 
money used out of that fund up to date, and the purpose? 

Mr. Wiser. We will be very glad to do that. Can we do that at 
the time we discuss that item with the committee? 

Senator Ferauson. Yes. You may want to classify it, but furnish 
it to the committee. 

Mr. Humetsine. We are prepared to go into that in detail at the 
time we appear. 

VOGELER CASE 


Senator Fareuson. Was any money paid whatsoever in the 
Vogeler case? 

Mr. Wiper. No, sir. 

Senator Fmerauson. Was any other consideration made? 

Mr. Bonsricutr. There was no money, sir. 

Senator Ferauson. What was paid? 

Mr. Bonsricur. | know there were certain conditions. One was 
that we reopen their consulates, allow them to reopen in this country, 
which was really just returning to the situation as it was before, 
because we closed them when they took Vogeler. 

Another thing was that we agreed to resume returning to them the 
restitution of Hungarian assets in Germany, which was a thing we 
were required to do anyway. 

I think it was part of the Hungarian Peace Treaty. I am not sure. 

Senator Ferauson. Thea why were we holding it up if we were 
required to do it? 

Mr. Bonsneur. We held it up to put pressure on them. 

Senator Fera@uson. Was it only because of Vogeler? 

Mr. Bonsriaur. In that case; yes, sir. 

Senator Fereuson. Was there anything else besides that? 

Mr. Bonsrieur. There was a question that they thought was very 
important. It was a radio station. I think it was in Munich. It 
was a station which was operating on a-wave length which interfered 
with one of their domestic wave lengths. They wanted that changed. 
We did not do that for a long time. 

Eventually, for purely technical reasons of our own—it was found 
that we got better results from another spot—I think they moved it to 
Salonika, or somewhere in Greece. 

So that we did change that. It was not a price to pay for Vogeler, 
because it was something we wanted to do ourselves. 

Those, | think, are the only points that came up in the Vogeler 
case. 

CROWN OF ST. STEPHEN 


Senator McCarran. Can you tell us about the press report that 
there was some ancient crown involved in the thing? 

Mr. Bonsprigur. The crown of St. Stephen, sir. 

Senator McCarran. What became of that? Did you give it to 
Mr. Humelsine? 


Mr. Bonsrieut. He hasn’t got it yet. But the Hungarians don’t 
have it, sir. 
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Senator Fereuson. Have they any promises about it, directly or 
indirectly? 

Mr. Bonsricut. No, sir. We refused to consider the crown of 
St. Stephen in connection with the Vogeler case. 

Senator Ferguson. Was there anything else you wanted to add? 

Mr. Bonsricur. I think there was a ban on American travel to 
Hungary, which we rescinded after Vogeler was released. I am not 
certain of that, but I think that was also done. 

Senator McCarran. Are there any further questions? 


REORGANIZATION OF BUREAUS ON GERMAN AND EUROPEAN AFFAIRS 


Senator ELtenperR. Mr. Chairman, before we got into this Vogeler 
business and so forth, I was trying to ascertain the savings that would 
be made by combining the Bureau of German Affairs with the Bureau 
of European Affairs. We find here a combination of the bureaus will 
permit no savings in Washington, as I have indicated a while ago. 

You say that there will be some savings because it is anticipated that 
on or before July 1 Germany will be restored to normal diplomatic 
relations, and by so doing, we will be able to rid ourselves of the High 
Commission and other things. 

Have you in this budget of yours any request for the amount that 
will be needed to run the German consulates as well as the Embassy? 

Mr. Humetstne. Not in this specific request. 

Senator ELLENDER. How do you expect to handle that? 

Mr. Humetsine. Until that change is made the budget still shows 
the request under the Bureau of German Affairs. Until we make 
that change our budget is prepared on the basis of the present organi- 
zation. 

Mr. Witeer. That item will be discussed under the Bureau of 
German Affairs. 

Mr. Hume sine. You will have ample opportunity to go into this 
when the Bureau of German Affairs comes up, in detail. 

Senator ELLenpER. Will we also have the opportunity of going 

into the various building programs that we are undertaking? 
# Mr. Hume sine. Yes, sir. You will have a chance when we come 
up on our request for funds for buildings. You will have a chance to 
go into that in detail, and we will have a report prepared of every- 
thing we have done in Germany, in detail. 

We are not going to avoid that issue, I can assure you. 


AVERAGE SALARIES OVERSEAS 


Senator McCarran. I would like to bring up a point here, about 
this off-the-record business. It annoys me sometimes, especially now 
when I read your justification. 

The young gentleman there requested that the matter go off the 
record, and here it is in print in substance, right here in the justification: 

The 1953 average salary, $1,681, is based on a conservative estimate of a further 
—— per ent increase in wage levels in Europe. This estimate results from 
an anaiysis of cost of living and wage trends since 1945 in the countries of this 
area as reported by the United Nations Monthly Bulletin of Statistics and the 
International Labor Office publication International Labour Review. 

I make mention of that just simply because there are times when 
tings are asked to go off the record that are already on the record, 
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and it is just silly to put them off the record. It makes me tighten 
up on the proposition of taking things off the record. 










SERVANTS FOR EMPLOYEES IN GERMANY 





Senator Ferauson. Mr. Chairman, along that same line, I have 
asked the War Department in another appropriation meeting to get 
the evidence as to how many servants are being furnished to State 
Department employees in either Germany or Japan. I wonder if 
we might get that information here. 

Senator ELLENpDER. Senator, in that connection, I have been trying 
to get that since I came back from Europe. There are 149,000 people 
employed in Germany by the Army and for the civilians, that is, the 
State Department, under the High Commission outfit, and I have 
not been able to this moment to get a breakdown. 

Mr. Hume sine. I can say this, Senator: I took a trip to Germany 
this fall and I saw an instruction that there would be no servants paid 
out of occupation costs to any State Department people. 

Senator ELLENDER. Do you mean you stopped it? 

Mr. HumeEtsine. Yes, sir; we stopped it. 

Senator Fercuson. We would like to know what was taken out in 
the past and whether it has actually been stopped, and how many 
people had servants, and how many servants they had. 

Mr. Humetsine. Under the occupation, from the time that we had 
an occupation in Germany, there were a considerable number of 
servants assigned to all officers over there. 

That continues on until the present time, except in the case of the 
Department of State, where it was cut out last December. 

As far as the other services are concerned, I understand it con- 
tinues right along. 

Senator ELLeNpER. But that order went out, as I recall, November 
1, to take effect on December 1. 

Mr. HuMELsINE. Yes, sir. 

Senator ELLenpeEr. But aside from officers in the Army and the 
Air Force 

Mr. Humetsine. We have no authority over them. 

Senator ELLENDER. But you even had stenographers working 
under the High Commission who had servants. 

Mr. Humetsine. That is what I understand; yes, sir. 

As far as that goes, I think I should point out those were not dollars, 
but that the cost was paid from the German economy. 








VALUE OF GERMAN MARK 


Senator ELLtenper. I understand the German mark is very valu- 
able in Germany. You get 4.2 for a dollar. You can get a lot of 
good things there, a lot of foods. You can buy quite a few valuable 
possessions with the German mark. 

For instance, in the case of our High Commissioner there, I under- 
stood he got a salary of $25,000 plus seventy-some-odd-thousand dollars 
extra out of German marks. 

For his use, those are just as valuable as the $25,000 salary. 

Mr. Humetstne. I understood marks in Germany are just as good 
as dollars, because the mark is just as solid as a dollar. 
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Senator ELLENDER. When you try to minimize it by saying it is 
German marks rather than dollars, I will point out they are indirectly 
American dollars, because we are pouring into Germany billions of 
dollars to try and help their economy. 

So we are just taking it out at the other end of the pipeline in order 
to do the things we are now discussing. It is just unconscionable. 

Mr. Hume sine. I was not trying to minimize it. The only thing 
I was trying to make clear is that it was not being taken out of funds 
appropriated by this committee. 

Senator McCarran. Was it counterpart funds? 

Mr. Humuxsine. No, sir; right out of the German economy, 
Senator. 

Senator ELLENDER. We are appropriating billions of dollars to 
sustain the economy and, at the same time, we are taking some out to 
maintain these servants and other things for civilian employees for the 
State Department and others. 


ADMISSION OF SPAIN INTO NATO 


Senator McCarran. I want to touch on a matter that is somewhat 
remote from the subject we have been discussing. Yesterday the 
Portuguese Minister, in welcoming the delegates to the NATO con- 
ference in Lisbon, expressed the need for including Spain in the North 
Atlantic Treaty Organization. I would like to know from the 
Secretary how the Bureau of European Affairs feels about this matter 
and whether they are doing anything, or intend to do anything about 
it. 

Let me read you what vour justification says: 

Work is going forward on the Spanish participation in the Western European 
defense effort. 

Mr: Bonsricur. That is separate, though, from the North Atlantic 
Treaty question. 

Senator McCarran. What do you mean by that, now? 

Mr. Bonsricur. I mean the Portuguese have, from the very be- 
ginning, felt that Spain should be a member of the North Atlantic 
Treaty group. 

Senator McCarran. They were not the only ones. 

Mr. Bonsricur. There has been no actual proposal, however, that 
they be admitted. The way the situation is now, the feeling toward 
Spain of many of our allies, I do not think that that is a question 
which is current. 

The proposal has not been made. There is nothing before the 
governments of NATO to include Spain. There has never been any 
such proposal made. 

Senator McCarran. Is it not true that our Chiefs of Staff, on at 
least three occasions, that I have attended the meetings, have said 
that Spain was indispensable to the success of the North Atlantic 
Pact? 

I heard General Eisenhower make that statement on three different 
occasions. 

Mr. Bonsricut. I think the fact is, though, sir, that the chances 
of getting Spain into the Atlantic Pact now are bad. 
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OPPOSITION TO SPAIN 


Senator McCarran. Why? Is it because Great Britain does not 
want her in? Is that it? 

Mr. Bonsricuat. I think you will find many more countries— 

Senator McCarran. Great Britain wants to enjoy the trade of 
Spain. She is enjoying the trade of Spain in the amount of hundreds 
of millions of dollars and wants to kee pus out. That is the principal 
thing, is it not? 

Then you have a small contingent in France, of Spanish refugees 
who were run out of Spain, the Communists, who are fighting the 
admission of Spain. 

Who else is fighting the admission of Spain? Is Italy fighting her? 

Mr. Bonsrieut. | do not know any European country, sir, outside 
of Portugal, that has indicated a favorable attitude toward inviting 
Spain in now. 

Senator McCarran. Why? She has a strategic position. 

Mr. Bonsriaut. It is largely for political reasons. 

Senator McCarran. Is it more necessary to this country that we 
continue with a political condition in Europe than that we win a war 
against Russia, if a war comes? 

Mr. Bonrriaurt. | think the two have to go together, sir. We are 
going ahead, as you know. 

Admiral Sherman went over there last July. We had a military 
survey team which went in afterward. The recommendations of 
that team are here now. They are being studied. We are having 
constant discussions with the Defense Establishment about them. 

We hope and expect that quite shortly we will be ready to start 
negotiations with Spain whereby we will try to obtain the use of 
strategic facilities which would be very useful to us. 

Senator McCarran. Spain comes in to the NATO and wants to 
get assistance, and the Congress of the United States has appro- 
priated $100 million to assist her economically, and she knows all 
that. 

How do you expect to get concessions from Spain when you do 
not go along with that polie: v the Congress has set up and which the 
Chiefs of Staff have recommended? 


INTEREST OF SPAIN IN NATO 


Mr. Bonrgricnt. Sir, the Spanish Government, for one thing, has 
taken the public position that it does not want to join the North 
Atlantic Treaty. 

Senator McCarran. Are you sure of that? 

Mr. Bonpriaut. Yes, sir. 

Senator McCarran. Can you give me a statement of some citation 
that the Spanish Government has given on that? 

Mr. Bonpriaut. | will be glad to do that. 

(The information requested follows: ) 

In an exclusive interview printed in the Madrid newspaper Arriba on July 31, 
1951, Spanish Foreign Minister Martin Artajo made the following statement, (in 
translation) regarding Spanish membership in NATO: 

“* * * As the Chief of the Spanish state had said repeatedly, Spain is not 


trying to join the famous pact. Our country is, of course, interested in partici- 
pating in the defense of the west but a direct agreement with the United States, 


95515—52——_8 
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to have its support in case of need, strengthens but does not contradict the Atlantic 
Pact. It is enough for we Spaniards to play our role and we are more satisfied 
(with a direct agreement) than with any other more general commitments. Spain 
already has the well-known Iberian Pact with Portugal—which would remain in 
effect and will be put into action, should the occasion arise, with certain efficacy.” 

Foreign Minister Martin Artago, in a statement of January 10, 1952, to the 
press reviewing Spanish foreign policy during 1951, including the following 
remarks (in translation): 

“Spain’s attitudes to the outside world are based on absolute sincerity because 
these are dark times and there is no room for taking up false positions. For these 
reasons the Franco Government cannot look hopefully at the steps being taken 
for the defense of Europe against Soviet imperialism. 

“Tt [the Franco Government] is for the moment at variance with the very 
objective of these plans. According to them, it is being attempted to preserve 
the western democracies from further totalitarian aggression. Spain, however, 
contends that the aggressions already consummated by Russian communism, with 
the subjugation of all the nations of Eastern Europe and of the largest and most 
populous country in Asia, are clamoring for redress. Therefore, the fundamental 
aim of the military plans of free Christianity must be the rescue and liberation of 
those sister nations that are suffering the most frightful oppression. 

“The aim being wrong, it follows that the steps taken to achieve it are fallacious. 
Thus there is no relationship between the hard sacrifice demanded by the under- 
taking and the miserable efforts made by the European nations as their contribu- 
tion to the plan.”’ 

Senator McCarran. Does your Bureau of European Affairs have 
anything to do with the preparation of the President’s statement 
relative to the Franco Government in Spain? 

Mr. Bonsrigut. No, sir. 

Senator McCarran. Are you sure of that? 

Mr. Bonsrieut. Absolutely, sir. 

Senator McCarran. Did that come from the President himself? 

Mr. Bonsrieut. As far as I know. 

Senator McCarran. Without any preparation by you? 

Mr. Humetsine. The State Department had nothing to do with 
that, sir. 

Senator ELLENpDER. In that connection, | wonder if you could 
answer this question: You gave as the reason, did you not, political 
differences among our own allies as to why Spain has not been ad- 
mitted to the Atlantic Pact? 

Mr. Bonspriaeut. Yes, sir. in. 

Senator ELLENDER. Are there any objections on the part of our 
own Government, other than the objections urged by our friends 
across the seas, and, if so, what are they? ; 

Mr. Bonsricur. The question just has not been raised, sir, in a 
concrete form as to their admission. 

Senator ELLENpDER. Congress has been urging it right along. You 
have had quite a few men. 

I know Senator McCarran here has been urging aid and assistance 
and the necessity of joining, for 3 or 4 years. 


PRIOR APPROPRIATIONS FOR SPAIN 


Senator McCarran. Yes. There was an appropriation of 
$62,500,000 first, and then $100,000,000 in this last appropriation. 

Mr. Bonsricut. The question of the appropriation, sir, is different, 
is it not, from the question of admission? 

Senator McCarran. Is not that the expression of Congress as to 
its willingness to have Spain come in? Is not that the expression of 
Congress that it wants to aid Spain so that Spain, in turn, can aid us? 
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Mr. Bonsricut. Very definitely, to aid Spain, yes. 

Senator ELLenper. Can you answer the question: Are there any 
objections on the part of our country, other than the fact that 

Mr. Bonsricut. In the knowledge that they would not be accepted 
at this time—— 

Senator ELtenper. I mean any objection except the fact that you 
have just stated? 

Mr. Bonsricut. I know of none. 

Senator ELLENDER. So that what we are really doing is acceding 
to the objections urged by England and France and other of our 
friends across the sea; is not that right? 

Mr. BonsriGcut. Acceding, yes, because the North Atlantic Treaty 
outfit is a group in which each one has a voice on new members. 

Senator ELLENDER. I see; we are no longer a free agent. 

Are we making any strong representations in order to carry out 
what I term to be the policy of our own Government, as expressed 
by many of our statesmen in this country and by action of Congress? 

Mr. Bonsricut. We are doing nothing active at the moment with 
regard to getting Spain in the NATO because we know it will not 
work. 

Senator ELLenpeR. Why will it not work? 

Mr. Bonsricur. Because our allies will not vote for Spain’s 
admission. 

Senator ELLeNpER. You do not mean it will not work, but you mean 
it cannot work because of their objections, do you? 

Mr. Bonsricut. That is right, sir. But we are, I think, doing 
our very best to follow out the will of Congress with regard to aid 
to Spain. 





FUND ALLOCATION TO SPAIN 


Senator McCarran. Why is it that none of the $100,000,000 has 
been allocated to Spain, nothing has been done for Spain out of the 
$100,000,000, not a dollar of it, and not all of the $62,500,000? 

Mr. Bonsricurt. I will take the last one first, sir. 

I think the Export-Import Bank has allocated fifty-eight out of 
the sixty-two millions dollars. 

Senator McCarran. Not all of the $62,500,000. That has been 
hanging over. 

Mr. Bonsricut. Very close to it. 

I may say that the reason [ think that has not gone forward faster 
is largely the fault of the Spanish themselves. 

Senator McCarran. I have heard that, too. Then I have heard 
that it is largely due to objection on the part of the State Department 
to certain activities. 

Mr. Bonsricut. I do not think so, sir; no, not at all. 

Senator McCarran. The State Department has not shown very 
much accord in the Spanish matter, I can say that. 

Mr. Bonsricut. On the $100,000,000, sir, that was voted for eco- 
nomic, technical, and military assistance in the discretion of the 
President. It has seemed to us that the use of these funds will depend 
on our over-all military requirements—— 

Senator McCarran. You are negotiating with Spain, are you not, 
for bases and ports? You have sent missions over there for the last 
year. 
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STUDIES ON SPAIN 


Mr. Bonsricut. Those have been surveys, sir. There have been 
no negotiations, as such, yet. These were surveys to see what the 
facilities were and generally to break the ice. 

Senator McCarran. How long does it take to find out? If Admiral 
Sherman had lived, he probably could have had the matter concluded 
long before this. How long does it take these studies to be made 
before you make a move? 

Does it require a war to be started before you will do anything in 
Spain? 

Mr. Bonsricur. No, indeed, sir. We are going to start very shortly. 

Senator McCarran. What do you mean by very shortly? 

Mr. Bonsricut. We would hope in the next few weeks. 

Senator McCarran. I have heard that before, so I am just taking 
it with a grain of salt. 

Mr. Bonsricut. The final report did not get back from the military 
survey team until November, I think. It was studied a long time in 
the Defense Establishment, where they wanted to screen it and look 
it over very carefully. They have referred it to us. We are now dis- 
cussing the whole thing with them. 

Senator McCarran. It did not take Admiral Sherman that long 
to find out whether or not he wanted bases in Spain and to negotiate 
with the head of the Government, did it? 

Mr. Bonsricut. That was only to determine the principle of the 
thing. There had been no surveys or anything at the time Admiral 
Sherman went over. He broke the ice. 

Senator McCarran. Are you surveying now where airports are to 
be placed? 

Mr. Bonsricut. Yes. I think they made a thorough investigation. 

Senator McCarran. I suppose we do not know anything about the 
ports we will need, and yet the admirals have repeatedly advised that 
we should have them. 

Mr. Bonsricur. We do now, sir. 


NO MENTION OF SPAIN IN PRESIDENT’S BUDGET MESSAGE 


Senator McCarran. All I have to say is that that matter reminds 
me of many instances of those who come up here from the State 
Department. You do not seem to know much about it, any more 
than you know much about your Department, from what I have 
listened to this morning. 

I find this in the President’s message: 

The Mutual Security Program will also include assistance to certain European 
countries not included in the North Atlantic Treaty. This budget includes funds 
for military and economic assistance to help maintain the independence of Yugo- 
slavia which stands as an example of Soviet satellites that independence can be 
achieved. Greece and Turkey, key barriers to Soviet expansion into the eastern 
Mediterranean, are maintaining large forces which are expected to be integrated 
into the North Atlantic Treaty defense system. Through military and economic 
assistance, we will continue to aid them in carrying the heavy burden. Negotia- 
tions are also in process heading toward German participation. 

That is from the President’s message. Why is there no mention 
in the President’s message as to Spain, do you know? 

Mr. Bonsriauar. I do not know, sir. 

Senator McCarran. Do you have any questions, Senator Ellender? 

Senator ELLENpDER. No, Mr. Chairman. 
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Senator McCarran. Is there anything further you wish to say on 
your bureau? 
Mr. Bonsricut. No, sir. 


Bureau or Far Eastern AFFAIRS 
SALARIES AND EXPENSES 


STATEMENTS OF JOHN M. ALLISON, ASSISTANT SECRETARY FOR 
FAR EASTERN AFFAIRS, AND WILSON C. FLAKE, EXECUTIVE 
DIRECTOR, BUREAU OF FAR EASTERN AFFAIRS 


1953 BUDGET ESTIMATE 


Senator McCarran. We will next consider the appropriation re- 
quest for the Bureau of Far Eastern Affairs. 

Your staff is here in Washington. You are asking for $815,356, for 
the domestic service, and for the Foreign Service in the Far East you 
are asking for $5,489,648, which is an increase of $944,000 over the 
current year. 

JUSTIFICATION 


We will place at this point in the record pages 91 and 99 of the justi- 
fication, covering this item. 
(The material referred to follaws:) 


Conpuct oF DIPLOMATIC AND CONSULAR RELATIONS WITH FoREIGN CoUNTRIES 


Salaries and eopenees, Bureaw of | Far Fagen Affairs, domestic 


| | 





re ne re re Increase or 
A etiys ¢ ; >» 1942 Ss ate 5 | 
Actual, 1951 Estimate, 1952 | Estimate, 1963) " Gecrease 
a oe a eet 
in i ’ } 
| | | First |Current program); ' ; 
Num-} Annual | quarter |—— Num-| Annual |Num-) , 
ber | rate authori-| 'N | ber rate | ber Amount 
| um-| Annual | | 
zation t : | | | 
| ber rate | | 
| } } | 
UNIT | | | 
| 
Office of Assistant Secretary _| 56 | $304,115 | 56 | 45 | $279,340 45 | $279, 340 |... |. pies 
Office of Chinese Affairs....| 23 | 129, 080 23 20] 127,560/ 20} 127,560 |_-- ewdjonddb 
Office of Northeast Asian | | | j 
A flairs 38 | 222, 545 38 | 34] 216,700 | 34 216, 700 | Bide ies 
Office of Philippine Asian | 
Affairs. | 33 | 198, 405 | my. 2:1 ecee | | $81 3a, OS E> d+... 
_ Subtotal | 150 | 854, 145 150 | 131 | 834,625 | 131 | 834, 625 | poe baereee 
Anticipated savings due to | | | | | 
reduction in leave “ahi Lee sad as dy |. --| —3} —19, 269 | —3 | —$19, 269 
epee penenenngngennccen exmne | antes — ate anne | ee | nen | « —— 
Total, Bureau of Far | | 
Eastern A flairs | 150} 854, 145 | 150 | 131] 834,625 | 128} 815,356! —3 | —19, 269 
| | | | | | 





Salaries and eepensen, Bureau re Far Bootes Affairs, Foreign Service 


~T i 
| | 
Summary by purpose 


Purpose | 1951 actual ee 
| 1952 estims ite | 1953 estimate; Increase 
} 

Salaries, American personnel .-| $2,378,985 $2, 549,056 | $2,870, 056 + $321, 000 
Salaries, local employees j eenibil 466, 038 | 522, 879 605, 879 | +83, 000 
Allowances GRE : 368, 981 | 464,879 504, 879 +40, 000 
Operating expenses.__._. ; ; : 208, 442 | 1, 008, 834 1, 508, 834 | + 500, 000 


Total Peetileg aivinn pike \ 4, 4 23, 446 j 4, 545, 648 5, 489, 648 | +944, 000 
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PERSONNEL INCREASE 


Senator McCarran. I notice it is your desire to increase the 
Foreign Service personnel by 176 people so that you will have a total 
of 1,299 in that area of the world. y do you feel it is necessary 
to have such a large increase? 

First, Mr. Allison, let me ask: You have just recently been con- 
firmed as Assistant Secretary, have you not? 

Mr. Auuison. Yes, sir. 

Senator McCarran. Are you familiar enough with your bureau so 
as to testify to it? 

Mr. Auuison. I believe so, sir. 

Senator McCarran. Very well. 


EMBASSY AND CONSULATES IN JAPAN 


Mr. Autuison. The total increase that we are asking is for the 
establishment of the new Embassy and the consulates in Japan, which 
will become necessary as a result of the peace treaty going into effect. 

Senator McCarran. Is that the only item that you have in mind? 

Mr. Auuison. That is right, sir. 

The functions, of course, will greatly expand in the political ad- 
viser’s office when it becomes an embassy. . 

As to the consulates, some of them are already established as branch 
offices of the Political Adviser’s Office, but they will have larger func- 
tions, of course, in reporting and in working for not only the State 
Department, but also many of the other branches of the Government, 
such as the Department of Labor, Department of Commerce, Depart- 
ment of Agriculture, for which we do work in our Foreign Service. 

That has been handled by the Army through its Economic and 
Scientific Section. 

All of those functions will be handled through the Embassy in the 
Foreign Service posts. 


REQUEST FOR NEW EMBASSY PERSONNEL 


Senator McCarran. Personnel, how many are you asking for for 
the new Embassy? 

Mr. Auuison. Mr. Flake has the total. He is the Executive Direc- 
tor of the Bureau of Far Eastern Affairs. 

Mr. Fiake. We are asking for a total number of 214 American 
positions. 

Senator McCarran. Is that for the entire Embassy? 

Mr. Fuake. The 214 Americans are for all of Japan. 

Senator ELLENDER. On what page is that in your justification here? 

Mr. Fuiaxe. The entire increase, sir, is for Japan. All increases 
shown here in the Foreign Service are for Japan. 

Senator McCarran. Let us draw on that item of the Japanese 
Embassy specifically for a minute, please. 

You are setting up a new embassy, are you, from the beginning? 

Mr. FLAKE. Yes, sir. 

We find it on page 103, sir, the total number of Americans. 
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PERSONNEL DECREASES AND INCREASES 


Senator McCarran. You show there your “reduction for leave 
savings” minus 15 Americans and minus 9 locals, or a reduction of 24. 

Then for ‘‘staffing of an embassy in Japan” you show 53 Americans 
and 147 locals, or an increase of 200. 

That is the total increase, is it? 

Mr. Fuaxke. Yes, sir, and it also includes the five consulates in 
Japan, which are branches of the Embassy. 

Senator McCarran. Then for ‘replacement of aliens’”’ you have 55 
and then locals are minus 55. That makes a complete total of 176 for 
the embassy; is that right? 

Mr. Fake. Yes, sir; but it also includes the alien replacement 
program throughout the Far East. 

Senator ELLENDER. Have you any representation at all at present 
in Japan? 


STAFF OF SUPREME COMMAND OF THE ALLIED POWERS 


Mr. Auuison. Yes, sir; it is part of the staff of the Supreme Com- 
mand of the Allied Powers, General Ridgway. 

Senator ELLENDER. What is going to become of that outfit? 

Mr. Auuison. That will become the nucleus. It is already there as 
the nucleus of the Embassy. 

Senator ELLENDER. How many are there now, do you know?JfIs it 
more or less than you are now asking? 

Mr. Auurson. Less, sir. 

Senator ELLenpER. And it is your idea to transfer those you now 
have as a nucleus to form these 200 that you are now asking for in 
advance? 

Mr. Auuison. This is in addition, sir, to the ones that are there at 
the present time. 

Senator McCarran. How many are there at the present time? 
Those that are there at the present time, as I understand it, are under 
the Army economic staff. 

Mr. Auutson. Not entirely, sir. They have State Department 
officers paid for out of State Department funds, but they are under 
the general supervision of the Army. 

Senator Mc@arran. How many are there? 

Mr. Fuaxe. We have at the present time, sir, 154 in Japan, Ameri- 
cans; that is, political officers in Tokyo and at the consulates in out- 
lying places. 

Senator E.ienper. Is that strictly connected with the State 
Department? F 

Mr. Fuaxe. Yes, sir. 

Senator ELLENDER. How are they paid? Out of what funds? 

Mr. Fiaxe. Out of our funds. 

Senator ELLtenpER. Do you propose to continue to pay them out 
of your funds, plus the 200 you are now asking for? 

Mr. Auuison. That is right, sir. 

Senator ELLENDER. Has the Army any representatives out there 
at present, just like we have in the High Commission in Germany? 

Mr. Auuison. Yes, the Supreme Commander. 

Senator ELLENDER. How many are there, do you know? 
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Mr. Auuison. It is all in the Department. 
Senator ELLENDER. What is going to become of those? 
'Mr. Humetsine. The military occupation forces, as such, will all 
be coming out, except the troops provided under the security treaty. 


JAPANESE PEACE AND SECURITY TREATIES 


Mr. Auuison. Under the security treaty, American forces will be 
maintained with a commander in Japan. 

Mr. Hume sine. The present occupation authority will come out 
and the embassy will replace it. 

Senator ELLenper. Is it the same as you are going to do in 
Germany? 

Mr. Humetsine. Even more so, because there is a peace treaty 
with Japan. When this peace treaty is approved, it will be an abso- 
lutely normal relationship. 

Senator McCarran. Let me ask somebody here: If this peace 
treaty is signed, Russia is still at war with Japan, is she not, since she 
did not join this peace treaty? 

Mr. Hume srne. I think that is right. 

Senator McCarran. What is she going to do? 

Mr. Auutson. That, sir, is technically correct. 

Senator McCarran. What is Russia going to do? 


RUSSIAN ACTIVITIES 


Mr. Auuison. All the indications are that Russia is getting ready 
to accept the situation as it is and will try and get a trade agreement 
with Japan so that she can keep a few of her people there. 

Russia, under the surrender terms, has had an office there accredited 
to the supreme commander as part of the Allied Council in Japan. 

In the past, that office has been primarily composed of military 
men. Recently, the military, not completely but largely, have been 
replaced by economic and commercial advisers and that sort of ac- 
tivity. 

Some of the military men have gone, and their staff has been 
reduced to some extent. 

The indications are that Russia will continue to reduce that staff 
and will try to make an ad hoe arrangement with the Japanese to 
keep their small trade mission or something of that sort there. 

Senator McCarran. Is there any indication that they are going to 
enter into an economic treaty with them? 

Mr. Auuison. There is no indication at the present time, and the 
Japanese Government has been very much against that. 

As you know, the Russians, are trying to have a Moscow sponsored 
world trade fair next April. They have invited certain Japanese 
businessmen, Socialists and others, to go, and the Japanese Govern- 
ment has been doing everything it possibly could to discourage them 
from attending that fair. 

They have even been reluctant to grant passports. They are 
worried because, by their law and constitution, they are not sure 
they can legally hold up the passports, but they have done everything 
they can to discourage that. 
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Senator McCarran. What do you know with reference to the 
Japanese entering into an economic treaty with Red China? 

Mr. Auuison. I do not think, sir, that there is any chance of that 
whatsoever in the foreseeable future. 

Senator McCarran. I have seen some articles in the press to the 
contrary. 

Mr. Auiison. That is correct. There is agitation for it among 
certain groups of the Japanese. Some of the Japanese businessmen 
are a little shortsighted and would like to get the immediate benefits 
of trade and have agitated for that. 

Senator McCarran. Japan has always been dependent on conti- 
nental Asia for her raw materials, and I was just wondering about that. 

Mr. Auuison. To a large extent, sir. But I think the facts would 
show that even if it were free to trade with Red China—and, of course, 
they would not be permitted on a large scale, if it were free to trade 
with them, I think the materials from China would be much less than 
ever before. That is for various reasons. 

Previously, Japan had special privileges in Manchuria because of 
the puppet government she had out there. That made it much easier 
to get what she wanted, plus the fact that since the war and since the 
Communists have come into Red China, the whole economic system 
has been disrupted. It has not come back to what it was before and 
there is not the trade there, the raw materials, that there were before 
in the same quantity. 

There is a pull, you could not deny that. That is very true. 


BACKGROUND OF WITNESS 


Senator McCarran. What is your background, Mr. Allison, may 
I ask? 

Mr. Auuison. I am a Foreign Service officer. I was a language 
officer in Japan back in ’32 to ’34. 

Prior to that, I taught school in Japan after I was graduated from 
the university here. 

I was at Shanghai for a year with General Motors as an advertising 
man. I went in the Foreign Service as a clerk in Shanghai, took the 
written examinations in 1930, and have been in the Foreign Service 
ever since. 

Senator McCarran. How many years have you put in in the 
Orient? 

Mr. Auuison. Approximately 15 years, both in China and Japan. 

I was caught in Japan at the beginning of the war, was interned 
for 6 months, and after I got out I spent the rest of the war in London 
at the Embassy. 


LANGUAGE CHANGE, TRANSFER OF FUNDS 


Senator McCarran. I am interested in what you are saying and 
the way you say it. 

My attention is drawn to the fact that a supplemental appropria- 
tion is proposed as being necessary in the event the treaty with Japan 
is ratified prior to June 30, 1952. 

To authorize a transfer of related property and funds to the Department of 


State to carry on necessary activities subsequent to determination of the occupa- 
tion government. 
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That is not an appropriation, but a transfer; is that not correct? 

Mr. Wizser. That is merely a transfer so that we can start im- 
mediately after the peace treaty is ratified. 

That is from the GARIO appropriation to the Department of 
State to carry out the program as contained in these estimates. 

Senator McCarran. Gentlemen, we will have to suspend until 
tomorrow morning, I would like to have you back: tomorrow, Mr. 
Allison. 

Mr. Auuison. Yes, Mr. Chairman. 

Senator McCarran. The following information has been handed 
me, relating to a question asked earlier in the hearing, and will be 
placed in the record at this point. 

(The information referred to follows:) 


Savines In Bureau oF GERMAN AFFAIRS 
(See p. 100) 


The following tabulation shows the reduction in the number of positions and 
the savings in the Bureau of German Affairs from 1952 to 1953: 


Positions: 
eee CSL Ue I Ue eee sus 127 
Rais Wowace ou ties unels as dalek as breed ser ateia 105 
BD og Siisa a Na cdncink one wac w eum tee Pe icin & woe. Aeon 22 
Boater eaWings, 1059-88. 2s. oo os nnn ee ek eS Site $111, 600 


Fifteen of these positions are financed from the appropriation “Salaries and 
expenses, Department of State,’’ and the balance from the appropriation ‘“‘Govern- 
ment in occupied areas.’”’ The savings will be reflected in the appropriation for 
“Government in occupied areas.” 


Senator McCarran. We will recess now until 10:30 tomorrow 
morning. 

(Thereupon at 12:30 p. m., Thursday, February 21, 1952, the 
committee recessed, to reconvene at 10:30 a. m., Friday, February 22, 
1952.) 
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